The growth in the major portion of health costs, personal health care, is the result of a variety of factors: population growth; changes in the use of goods and services; and changes in the kinds of goods and services being used. Although price has been considered the major contributor to expenditure growth, no accurate measure of medical care price change has been available. This year an implicit price deflator for personal health care expenditures has been developed. (See the section on concepts and definitions for a discussion of this deflator.) By using the deflator, the relative contribution of the factors affecting the increase in personal health expenditures can be determined. As shown in The $76.0 billion spent for hospital care includes all inpatient and out-patient care in public and private hospitals and all services and supplies provided by hospitals (table 3) .
Expenditures for physicians' services rendered in hospitals are excluded, except for the services of those who are hospital staff.
Hospital care is one of the fastest growing expenditure categories, and the one receiving the most public attention in recent years. Spending has grown over 260 percent in the last 10 years, an average 14 percent per year. The focal point of this attention is the community hospital. Primarily non-Federal short-term general hospitals, they account for more than 80 percent of all dollars spent for hospital care. The increase in such outlays has been rapid, averaging 14.5 percent per year since 1970. Using the national hospital input price index change 1/, 65 percent of the 1970-78 increase is due purely to inflation.
Another 6 percent of the increase is related to population growth, and the remaining 29 percent is the result of increased "intensity," greater use and/or changes in the kinds and amounts of services provided.
This
"intensity" increase is reflected in a number of ways. First, the number of inpatient days has increased 8 percent since 1970 (table 9) .
Because the average number of days per stay has declined, it also appears that more resources per day are being utilized.
For example, the number of hospital laboratory tests nearly doubled in 6 years, growing from 2.2 billion in 1972 to over 4 billion in 1977.
In addition, surgical operations, which generally require more resources than medical stays, grew nearly 18 percent in that same 6-year period. The number of out-patient visits also increased dramatically in this same period--22 percent.
As a result, outpatient expenses represent nearly 10 percent of the community hospital bill.
To the extent that these outpatient visits provide services that would otherwise be provided on an inpatient basis, they could have a moderating effect on all overall costs.
Frequently, however, they are providing services that substitute for services in a physician's office where they would be less expensive. The large wage component subject to the new minimum wage law requirements along with the relatively large food and fuel components indicate that price increases will continue to be rapid in the near future.
The growing size and increasing age of the elderly population also contributes to the growth of this category.
In recent years, nursing home use, measured by days of care, has been growing from 4 to 6 percent annually and is not likely to abate soon.
Drugs and Drug Sundries
The aging of the population also affects the growth of expenditures for drugs and drug sundries. Medicaid, along with Medicare, is also a major financing source for home health services. Although the level of spending for these services is relatively low, its recent and continuing growth makes it particularly noteworthy. The basic services provided by home health agencies are home visits by nurses, aides and other nonphysician health professionals.
These services are considered, in part, substitutes for the more expensive institutional care.
In 1972 about $280 million was spent for such home health services, about a third of which was funded by the Medicare and Medicaid programs.
By 1978 Thus, while total per capita spending for personal health care increased over four times in that period, direct payments per person increased only 2-1/2 times, from $101 to $248.
In constant dollars the direct payment increase has been only 1.3 percent per year. For dentists, however, the direct share was 77 percent and for drugs and drug sundries it was 84 percent.
As shown in In most instances, the total level of the expenditures for each type of service is developed for the Nation as a whole; estimates for government spending for these services are then subtracted to derive the private contribution. In all cases the intent is to account for each dollar spent for health care and to count it only once as it moves through the complex channels that are involved in the American health care system. The data from the monthly survey is used to project levels of community hospital expenditures for periods more recent than the latest annual survey and to adjust the annual survey data to correspond to the various periods for which estimates are made.
Expenditures for Government Programs
The composite estimate represents all spending for hospital services in the Nation for both inpatient and outpatient care, including all services by hospital staff (including physicians salaried by the hospital) and spending for drugs and other supplies.
Self-employed physicians' services in hospitals (surgeons, for example) are not counted as hospital expenditures.
Anesthesia and x-ray services are sometimes classified as hospital care expenditures and sometimes as expenditures for physicians' services, depending on billing practices.
The focus is on outlays for hospital services rather than the cost of providing service. 
Population Estimates
The estimates of population used to calculate per capita expenditures for health care, based on data from the Bureau of Census, follow: 1929 1935 1940 1950 1955 1960 1965 1966 1967 1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 Total population (in thousands) as of July 1 123 
Year
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